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ABSTRACT 
 
Rural land prices, in developed, free trade real estate markets, are influenced not only by 
prevailing economic conditions but also physical factors such as climate, topography and 
soil type. In broadacre farming and grazing operations, both commodity price and yields 
determine farm income. Yields, in turn, are a function of climate, topography and soil 
type. 
 
The strength of a rural land market is influenced by the overall rural economy in a 
Country, State or region. These differences in rural land markets can also vary within 
smaller regions. 
 
It has been held that rural land, in relative safe production areas, is less effected by 
adverse economic and climatic factors than land in more marginal agricultural areas. 
 
This paper will analyse rural land sales in both traditional cropping areas and marginal 
cropping areas for the period 1975 to 1996. The analysis will determine the overall trend 
in rural land prices over the period, compare the average annual return between marginal 
and established farming areas and determine which economic and production factors 
have influenced this change. 
 
The impact of this analysis will also be discussed in relation to rural land appraisal. 
 
Introduction 
 
Over the past two decades the financial and investment returns from rural land in New 
South Wales, Australia has been very volatile. This volatility has been particularly strong 
over the past ten years, which has seen both the highest prices paid for rural land 
throughout the State, as well as the most severe rural recession recorded, to date. This 
recession of 1990 to 1994 was caused by a period of severe drought, poor yields and low 
prices for the main agricultural commodities produced, combined with a period of high 
nominal interest rates. 
All these factors have had some influence on the rural economy, and, in turn, on rural 
land prices. 
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It is generally assumed that any negative or positive influences on the rural sector will 
affect land values in a similar way. This study of rural land sales, in specific Local 
Government Areas (LGAs) of New South Wales (NSW), was undertaken to determine 
the strength, if any, of correlations between land values from area to area as well as the 
influence of major rural economic factors on the change in rural land values throughout 
the State. 
 
Research Parameters 
 
The study encompasses seven LGAs in the central west/far west regions of NSW (refer to 
exhibit 1). These LGAs were chosen for the study as they are all adjoining at least two 
other LGAs, in the study, and they also represent the changing trend in crop production 
from the traditional cropping areas to the marginal cropping areas, in the more western 
located LGAs. 
 
Land and property sales were collected for the seven LGAs for the period 1975 to 1996. 
For the period 1991 to 1996 the sales data was collected from a commercial sales 
database (R. P. Data). Sales for the period 1975 to 1990 were manually obtained from 
Notices of Sales records held at the offices of the various LGAs. However, for the years 
1975 to 1979 the Parkes LGA had not kept sales records. To complete the data set for this 
LGA it was necessary to use the New South Wales Valuer Generals records (NSW Real 
Estate Market Report, 1980). These reports are published annually advising the dollar and 
percentage change in the value of a benchmark rural property in the LGA. Although this 
data may not be as accurate as the actual analysis of all sales transactions, it does 
however provide sufficient information for the completion of this analysis. 
 
These areas were chosen, for the study, for the following reasons: 
 
1. Forbes, Parkes and Weddin LGAs are in traditional mixed farming areas of NSW. All 
these areas are well held areas and are considered very good crop growing areas. 
2. Bland and Lachlan LGAs were recognised as marginal cropping areas up to the early 
1970s, at which time better wheat varieties were introduced that required less rainfall 
to grow. At this point these grazing areas became more reliant on cropping as the 
major source of farm income. 
3. Cobar and Carrathool LGAs are predominately grazing areas, which have seen an 
increasing trend in opportunity cropping since the late 1970s. These areas are in low 
rainfall areas with poor quality soils that do not support long term cropping. 
Continued cropping in these areas will expose rural land to the possibility of severe 
land degradation (Eves, 1995). 
 
The 21-year period allows a full twenty-year analysis to be undertaken.  
 
Major economic data has been sourced from the following: 
 
• Australian Bureau of Statistics (ABS) 
• Australian Bureau of Agricultural and Resource Economics (ABARE) 
 3
• Reserve Bank of Australia (RBA) 
• Winter Cereal Production Statistics (Australian Institute of Agricultural Science) 
 
Farm production data has been based on Australian Standard White (ASW) wheat price, 
as this is the wheat type grown in all LGAs and the 22-micron wool indicator for the 
LGAs of Weddin, Forbes, Parkes, Bland and Lachlan. The 24-micron wool indicator was 
used for Cobar and Carathool LGAs. 
 
Details of yields, costs and commodity prices were obtained from NSW Agriculture 
Department, ABARE and Australian Institute of Agricultural Science (AIAS). 
 
Local Government Areas   
 
Forbes, Parkes and Weddin 
 
These LGAs are located in the Central West region of NSW in a traditional mixed 
farming area. Topography is generally slightly undulating with some lower hills and 
rises. Soils are red loams to lighter red sandy loams. There are some alluvial soils along 
the Lachlan River but these areas are minimal in relation to the overall area of the LGAs. 
 
Climate is winter dominant rainfall with cold winters and warm to hot summers. The area 
experiences mild to severe frosts in winter. Average annual rainfall is approximately 
600mm. This area is considered to be relatively safe mixed farming country. The land is 
well held with reasonable competition in the market for build-up blocks. 
 
Agricultural enterprises for the majority of farms in these LGAs are: 
 
Crops  Wheat, barley, oats, canola, chickpeas, lupins. Some opportunity summer  
  cropping is carried out in late or very wet seasons. 
 
Grazing Medium strength merino wool (22 micron), prime lambs, beef cattle 
 
These areas are particularly suited to mixed farming and are recognised as a safe farming 
locations with good annual wheat yields, for the three LGAs combined, averaging 1.71 
tonnes per hectare for the study period. (Dept. Agriculture, NSW, 1982, and AIAS, 1996, 
1997) 
 
Bland and Lachlan LGAs 
 
Bland and Lachlan LGAs are located towards the northern section of the SouthWest 
Slopes and Plains and the Far West section of the central west region. Till the early 
1970’s these areas were strong grazing districts with some opportunity cropping. With 
the introduction of improved winter crop varieties these areas have been developing as 
mixed farming areas. 
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Topography is generally flat to undulating. Soil types range from light to medium red 
sandy loams rising to gravel ridges. There are some low lying grey clays to the south east 
of the shires and some small areas of alluvial soils. 
 
Rainfall is winter dominant with some summer thunderstorm activity. Average annual 
rainfall is in the vicinity of 450 to 500mm. The winters are cool to cold with some frost 
periods; the summers are hot and dry. 
 
Agricultural enterprises for the majority of farms in the LGAs are: 
 
Crops: wheat, oats, barley and lupins. Canola is only grown in the higher rainfall 
areas with better type soils. There is virtually no opportunity for any 
summer cropping, despite some summer thunderstorm activity. The 
average wheat yield for these shires, over the study period is 1.42 tonnes 
per ha (ARIA, 1996, 1997). 
 
Grazing: the lower rainfall of this district restricts the quality of improved pastures.  
  Grazing is generally restricted to medium strength merino wool (23 to 24  
  microns) and some cattle (store). (Dept. Agriculture, NSW, 1982) 
 
Cobar and Carrathool LGAs 
 
Both these LGAs are located in the Far West region of NSW. These shires adjoin the 
western boundaries of Lachlan and Bland LGAs and are within the Western Division of 
the State. The Western Division area is a traditional grazing area, however over the past 
15 years there has been an increase in opportunity farming in the eastern sectors of the 
Cobar and Carrathool LGAs. Farming in these areas is still classified as marginal with 
long-term doubt as to the economic and environmental sustainability of these cropping 
enterprises. 
 
Climate is mild to cold winters and hot to very hot summers. Rainfall ranges from 250 to 
400mm but both annual rainfall and its distribution is very unreliable. Topography is low 
to slightly undulating. Soil types are light red sands to light sandy loams rising to rocky 
ridges. All pastures are native grasses and shrub species. 
 
Agricultural enterprises for the majority of farms in these LGAs are: 
 
Crops:  restricted plantings of wheat, barley and oats. The average annual wheat 
yields for these LGAs, over the study period, is 1.12 tonnes per hectare. 
 
Grazing: medium to strong merino wool. 
 
All rural land in the Western Division is leasehold title, with restrictions on land use and 
development. The area has been a traditional strong wool growing country. However, in 
periods of low wool prices some landowners have cleared country for opportunity 
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farming. Farming in this area is not long term environmentally sustainable. (Dept. 
Agriculture, NSW, 1982) 
 
In summary, three of the LGAs in the comparison are traditional mixed farming areas, in 
what is considered to be relatively safe rural country with reliable rainfall and fertile 
soils. With these three areas the main rural enterprises for the majority of properties are 
winter cereals (wheat, oats and barley), canola and grain legumes. All areas run medium 
wool merinos as well as prime lambs and beef cattle. Changes in the prices for these 
commodities should have a similar impact on land values. 
 
In contrast Lachlan, Bland, Carrathool and Cobar LGAs are all located in the central west 
\ Southwest regions and as both Bland and Cobar adjoin Lachlan Shire they are 
considered to be geographically close with similar climatic, topographical and soil 
features. Until the early 1970’s these areas had been traditional grazing areas with very 
limited farming production. Since the 1970’s all LGAs have seen an increase in cropping. 
This is particularly the case with the higher rainfall areas of the Bland and Lachlan 
Shires. The lower rainfall of these areas compared to Forbes, Parkes and Weddin does not 
allow the same flexibility in the types of crops that can be sown and the types of pasture 
that can be established and maintained. The reliance on native pasture species also 
reduces the livestock options in these shires that are drier and with less fertile soils. (NFF, 
1993) 
 
Sales Data 
 
For all seven shires, all sales for the period of 1975 to 1996 (refer to exhibit 2 for actual 
number of sales for each LGA) have been collected and analysed. (Refer to exhibit 2 for 
summary of individual LGA sales). 
 
This 21-year period includes the rural boom periods of 1975 to 1980 and 1985 to 1989\90 
and the rural recession of 1990 to 1993. This period also covers the abolition of the 
Reserve Floor Price scheme for wool (a major commodity in all areas) and the lowest real 
price for wheat (and other winter cereals) that have been received by farmers in NSW 
during this post war period. This period is also a time when NSW farmers and graziers, 
with debt, were paying nominal interest rates up to 22% (reference rate) for borrowed 
funds. Standard risk margins on top of the reference rate were up to 4%. With these high 
interest rates farm viability was at risk for highly geared farmers. (RBA Bulletin, 1992) 
 
All land transfers were collected for these LGAs, with the initial sort removing all zero 
value transfers (transfer by will and Family Court actions) as well as same name transfers 
and family sales. 
 
Sales that were of a smaller area were also removed from the data set as rural residential 
blocks were not considered to be representative of land values for operating farms. The 
size of such rural residential blocks depended on the LGA. The following criteria was 
used in determining if a sale was true farming sale or a rural residential sale: 
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• In the closer held areas such as Forbes, Parkes and Weddin vacant rural land sales in 
Parishes other then the main town centres were considered to be rural sales. Smaller 
land areas around the town boundaries were classified as rural residential. 
• In the more isolated LGAs areas of less than 100 hectares were considered to be rural 
residential if they were within 50 km of the main town in the LGA or the transfer 
notice indicated that the sale was an improved rural residential sale. 
• If the analysed sale of the smaller area lot indicated a rate far in excess of the other 
data the sale was excluded. 
 
Any analysed rates that were abnormally low, indicating a family sale, were also 
excluded from the data set. 
 
In all cases the various sales could be either vacant rural land or improved sales. There 
has been no differentiation in the analysis, nor has there been any attempt to isolate the 
value of structural improvements. This approach was consistent with all shires. 
 
Rural Land Price Trends 
 
The general trend in land prices for the period 1976 to 1996, for all LGAs, are shown in 
exhibit 3. Exhibits 4 to 6 show the break down of the changes in land prices based on the 
grouping of traditional cropping, developing cropping and marginal cropping. All LGAs 
show a steady growth in land prices from 1975 to the early 1980s. However after 1980 
the trend in land prices has been more volatile with periods of rapid increases and 
decreases in land prices. Traditional cropping areas have followed similar trends up to 
1990 where there is a significant difference in the recovery of Parkes LGA, from the 
1989/90 rural recession, compared to Weddin and Forbes which continue to show an 
improving trend in rural land prices. Land in the Parkes LGA did not decline until 1992, 
increased following the high wheat price year of 1993 but have fallen since that time. 
 
In the developing cropping areas of Bland and Lachlan there has been a very similar 
trend in land prices over the twenty year period with Bland maintaining higher land 
prices but also a considerably higher volatility (refer to Exhibit 6) 
 
Land prices in the marginal cropping areas also show similar trends in relation to land 
prices for the period 1975 to 1982. From 1982 the land prices in these two LGAs have 
been very different. Although these areas are very similar in topography, soil and climate 
the rural land markets have peaked and bottomed at both different levels and years. It was 
anticipated that these two areas should have shown similar trends in land price movement 
(refer to exhibit 7). 
 
The trend lines have been more stable for the better rural land with the greatest price 
fluctuations in the marginal rural land. This variation in land price is further highlighted 
in exhibits 9a and 9b which indicates annual rural land prices indexed from 1975 through 
to 1996. 
 
 7
Analysis of price movements (refer to exhibit 8) shows that the highest annual return for 
rural land in the study area was in the LGAs of Cobar and Carrathool (Marginal 
cropping) at 34.36% and 19.57% respectively. As was anticipated the risk for these two 
areas was also high at 66.9% and 83.82%. 
 
The returns from both the traditional and developing cropping areas were very similar 
ranging from 8.02% for Forbes LGA to 9.54% for both Parkes and Weddin LGAs. The 
risk for these areas was also very similar with the more traditional cropping areas 
showing a slightly reduced risk in comparison to Lachlan and Bland LGAs. 
 
A previous study by Eves (1998) confirms that the average annual returns from rural land 
are considerably higher, with greater risk, in comparison to both commercial and 
residential property in the same, or similar, LGAs. For example residential property in the 
LGAs of Parkes, Weddin and Cobar have shown an annual return of 6.6%, 7.6% and 
7.1% at a risk of 6.0%, 10.8% and 7.6 respectively. For commercial property in these 
LGAs the average annual returns were 6.33%, 2.69% and 4.9% with risk of 10.02%, 
5.5% and 5.3% respectively. 
 
Actual sale transaction trends have also varied between areas. The highest actual number 
of rural land transactions for the twenty-year period was Forbes LGA with 865. In the 
same period Cobar had only 364 sales but in relation to the actual population of the shire 
this number is similar, as a percentage, to the other areas. 
 
Both Cobar and Carrathool had there lowest sales volumes in the mid 1980s. Both areas 
had high levels of transactions in the late 1970s, early 1980s, which was the period that 
cropping became more prevalent in these marginal areas. 
 
The highest rural land sales volume for both Bland and Lachlan LGAs was in the period 
1975 to 1980, again the period when the area was developing away from grazing to 
cropping. The years with the lowest number of sales for both these areas were 1990 and 
1991, a period of rural recession in which land prices decreased significantly despite the 
lower volume of sales. Sale transactions at a level to previous years may have seen prices 
fall further than those recorded. 
 
Sales transactions in the traditional cropping areas have been relatively similar with a 
greater number of transactions in the period 1975 to 1985 compared to the later ten years. 
 
Commodity/Input Trends 
 
To determine what, if any, factors determine change in rural land prices the following 
variables were selected for the study area. 
 
• Wheat price 
• Wool price 
• Fuel price 
• Fertiliser price 
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• Interest rate 
 
In addition to the above an adjusted net profit per hectare was also calculated for each of 
the LGAs for the full twenty-one years in the study. 
 
The adjusted net profit is based on the sustainable cropping program for each of the areas. 
Net price for the commodities is after the deduction of freight, taxes and levies. From this 
net income figure the actual costs of production only have been deducted to arrive at an 
adjusted net profit per hectare. No allowance has been made for interest and financial 
charges, depreciation, replacement stock or capital purchases and owners labour. Exhibit 
20 provides the annual adjusted net income per hectare for each LGA for the entire study 
period together with overall statistics. 
 
Exhibit 10 provides details of price trend and percentage movement of these main 
commodities and inputs over the study period. Represented in exhibit 20 is the 
comparison of the adjusted net profits for all LGAs on an annual basis. As can be seen 
from this table the traditional cropping areas have had fewer years recording annual 
losses compared to the marginal cropping areas. Cobar LGA had eight years when a 
negative profit was recorded on a per hectare basis and a further 6 years when adjusted 
net profit was less than $15 per hectare. In these years, if the property had any form of 
debt level, the income per hectare would also have been negative. A previous study by 
the author in 1997 concluded that a greater income per hectare would have been achieved 
in the Cobar LGA if no cropping had been carried out and the land used only for grazing. 
 
 
As stated in the introduction the early 1990s were a period of low rural commodity prices 
for the main agricultural enterprises in the study areas. Wool prices had risen to a high of 
870 cents (21 micron clean) in 1989 to a fall to a low of 519 cents following the removal 
of the wool floor price reserve scheme. Exhibit 10 shows the trend for both wool and 
wheat during the survey period. The fluctuations in wheat prices were just as significant 
as the wool market with a high in this period for ASW wheat of $243 per tonne to a low 
of $70 in 1976. The 1990 price of $85, in real terms, is one of the lowest prices ever 
received by Australian farmers for their main commodity (ABARE, 1990, 1992, and 
1996). 
 
 
The market indicator for wool shows the rapid increase in price from the mid 1980s till 
the end of the Floor price scheme in 1990. The drop in the value of wool after this date 
was offset, for mixed farmers, by an increasing trend in relation to the price for ASW 
wheat. This increase in the wheat price was initially gained from a poor harvest and 
limited supply in 1991 rather than a strengthening in world markets. Although farmers 
were receiving higher grain prices overall, income was still well below average due to 
either total crop failures or low yields due to drought. (Clark, Van Rees, O’Callaghan and 
Rendell, 1996) 
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Price variation analysis results (refer to Exhibits 11) indicate the volatility of these 
commodities 
 
During the period of analysis there were isolated years where these two major rural 
commodities showed similar trends in price movements. 
 
The sharp drop in the price for both commodities in 1990, combined with the drought of 
that year was the cause of the 1990s rural recession. 
 
Unlike commodity prices the trend for the two main cropping cost, fuel and fertiliser, 
have been relatively stable showing a steady increase in price since 1975. There have 
been some occasions where the price of fertiliser has reduced, but the size of the 
reduction has been minimal. The price of this input has remained at a similar level since 
1992.  
 
Fuel prices have also tended to increase over the period. There was a rapid increase in 
fuel prices from 1975 to 1980 when levels rose from 6 cents/litre to 23 cents per litre. 
Fuel prices reached their peak in the early 1990s and remained slightly lower over the 
past two years. 
 
In fact farmers terms of trade have declined from an index base of 126 in 1975 to 1982 in 
1996 (ABARE, 1998) 
 
Correlation Analysis 
 
The correlation analysis was carried out on the basis of the annual change in prices for 
both land prices and the rural production inputs and outputs. These results are 
summarised in exhibits 12 to 19. 
 
Based on the location of the LGAs to each other, it was anticipated that there would be a 
significant correlation between the areas of similar production, especially as these areas 
are actually bordering each other. However the analysis shows that although there is 
some correlation between the annual change in the land price of one LGA to another, this 
correlation was not as strong as was first anticipated. From a previous analysis, of these 
areas by Eves (1997) for the years 1985 to 1995 the correlation between these areas was 
actually less significant than these results which suggests that the during years 1975 to 
1985 land price change was more uniform. The areas, which showed the greatest 
correlation, were Parkes with Bland and Weddin. Forbes with Parkes (0.41) and Bland 
with Lachlan. 
 
In relation to the correlation between land productivity, commodity prices, interest rates 
and farm input costs were initially examined on a LGA basis (refer to exhibits 13 to 19).  
With the individual LGA correlation’s, each was carried out on the basis of two 
approaches. The first approach was to compare the change in annual land prices to the 
corresponding change in the price or level of productivity, price, commodity in the 
corresponding year. The second approach was to lag the land price change by 12 months 
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as the change in commodity price, input costs and overall farm income from a particular 
year should not impact on land prices till at least the following season. It is also noted 
that in some cases, if the impact of a change in prices or costs is known in advance, the 
impact could actually occur in the year of the change. It was anticipated that this would 
only occur in a very informed rural market. 
 
Based on the results of the correlation analysis, using the first approach with no lag, there 
is very little correlation between land price change and changes in income factors for the 
majority of LGAs. Weddin LGA is the safest area, in the study, in relation to agricultural 
production, has the greater per hectare price and also has the most flexibility of all the 
areas in the study for alternate production on an annual basis. Based on the lag scenario 
there is a slight correlation in relation to adjusted net profit (0.30) but a more significant 
correlation between wheat price (0.39), with all the other input factors there is a positive 
correlation but are not considered to be significant. When there is no lag introduced into 
the analysis, the only significant inputs are wool price and fuel cost at 0.37 and 0.45 
respectively. 
 
However with the other six LGAs although there are some correlation when the land 
prices are not lagged but they are no where as significant as the results when a lag is 
introduced into the analysis. 
 
The most significant aspect of the analysis is the correlation between the change in land 
prices and the adjusted net profit per hectare. Results ranged from a low of 0.16 for 
Parkes up to 0.82 for Carrathool LGA. Figures for Bland (0.52), and Lachlan (0.67) are 
also very significant in view of the twenty-year data period. 
 
The wheat price appears to have some minor correlation with the change in land prices, 
particularly when the land price changes are lagged for 12 months. Results for Forbes of 
0.48 and Weddin show a significant correlation. Although most other LGAs showed a 
positive correlation, the levels being lower than 0.26 are not considered significant. 
 
Despite the fact that interest rates have had a significant impact on the viability of rural 
producers it does not appear that there is any correlation between increasing or 
decreasing interest rates and land prices. Even when the land prices were lagged there 
was no significant correlation’s. With most LGAs the relationship was negative. 
 
It appears, from the analysis, that land price change in rural areas is more influenced by 
fertiliser and fuel price changes than interest rates. Farm debt levels in Australia currently 
stand at $19,059 million (AUD), on a per farm basis this debt level averages at $171,000 
per farm (ABARE, 1998). This is a significant cost to the farm but does not have any 
relationship to changing land prices. There was minor significance in the LGAs of 
Lachlan 0.28 with lag, 0.33 no lag.  
 
As was expected both these major cropping costs had some significant correlation with 
adjusted net profit. 
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Conclusions 
 
Although there is a general trend in relation to rural land values in New South Wales such 
trends are not consistent. This limited consistency is not only related to the type of 
agricultural production but also locality. 
 
Rural land in Australia, as with most free trade countries, has a higher average annual 
return per annum compared to other property classes but also has a higher volatility and 
risk. In the marginal areas this risk can be as high as 80 percent. Even in the safer, 
traditional cropping areas the risk factor for these rural returns are in the vicinity of 25 
percent. 
 
Commodity prices are one of the determinants of land price, but actual farm profitability 
has a greater influence on changing land prices in true agricultural areas. The more 
marginal the country the greater the correlation between farm profit levels and changing 
land prices. This relationship tends to decrease, as the rural area becomes safer. This can 
be explained by the cropping yield averages between the various LGAs. Even in poor 
seasons, safer areas tend to still have higher returns, despite lower yields, as commodity 
prices in these conditions tend to be higher. In poor seasons the crop yields for marginal 
cropping areas are negligible. The safer rural areas are also in more populous areas. The 
influence of the rural residential and hobby farm markets may also reduce the impact of 
farm income profit on changing land values. 
 
A farmer’s decisions to purchase land is more influenced by the commodity prices, farm 
input costs and overall levels of profit rather than the cost of finance. On this basis either 
farmers buying land do not have debt levels or the cost of financing is not a factor in the 
purchase decision. 
 
The level of change in land prices varies significantly from one LGA to another. These 
increases or decreases in land prices between LGAs is despite the fact that land in 
neighbouring LGAs are often similar in relation to topography, soil type and climate, the 
three factors that are considered to determine rural land values. 
 
This has impacts on rural appraisal, as it has been a long held practice in Australia, in 
locations where sales evidence is not available, to adjust analysed sales from another 
location with similar production characteristics. This research suggests that such an 
approach will not reflect the true value of the land in question, as land price change in 
one location does not represent the same level of change in another location. 
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